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FIVE-SIXTHS OF DEFENSE ACTIVITY IS STILL AHEAD 
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CCORDING to the latest figures of the Office of Pro- -—— +t, 
A extte: Management, defense work already planned will A TS ia 
| cost $42.7 billion, including the $7 billion lease- — on =" 
lend appropriations and the $3.5 billion British orders in |——sj~2n0~ —— 
| j| the United States. The chart below and to the right shows | Hf 1 SNES ae 
{ || the actual expenditures made through March. F 700 
! | ™ - 4 is +— 680 
| | Our real defense program started on June 10,1940, and |_| 1 | aoe SN 
| from that date to April 17, 1941,expenditures have totalea | _// | >7-, 
$4,121,507,000. Adding to this the British orders would |— — ‘ es 
probably bring the combined total to about $7.5 billion - | 1 ) ene 8 
or about 1/6 of the total amount now planned. If getting [ " 2 
| 1/6 of the planned operations into expenditures has al- iC seo 
| ready developed acute shortages and rapid price rises,what | me a 
a a can we expect when the complete program gets under way? om s20 
It would be highly desirable to stabilize the prices [- et i 
]| during the period of these expenditures, but we are of the " —_ , wR 
1} opinion that prices cannot be controlled without surren- | i oa 
dering a greater degree of democratic initiative to a cen- ! a om 

tralized government than we think politically possible in | 4 
the United States during the next several years. | a a 
' + 380 
England has not succeeded in preventing her price ~~ es 
level from rising, although Germany apparently has been | em ow 
fairly successful. Only in an absolute dictatorship can | cs a —_ 
the price level be  =*“PEXPENDITURES FOR ARMED FORCE 3 y 
controlled during a 208 IN THE UNITED STATES 8 2 a 
period in which the 260 — —j260 
sum total of purchas- 240 240 
| ing power being paid 1 220} ; —le20 
| out to the public is 42, J -_ 200 
| greater than the vol- 4 eo. Scccmeans a= aa _ 
| ume of purchasable ° 7 t~ 1 — a = 
|} goods being produced. 9 sol SE NS a eS T = 
1] Even the increased oO eee ee On nt ae a cn 
| taxation planned by e 10 ——)p—— rorat ae —— +... 
| the Treasury Depart- 2 pcan: ~ + { ape : a ne PS 

iy ae ment cannot siphon off 2 _ - 
the surplus earnings | hs 
fast enough to prevent — ie DONE a 
a demand in excess of . — . 7” 
the supply of goods. 1934 1935 1936 1937 1938 1939 1940 oa je4e2 ° 
103 
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WHO LENDS MONEY ON REAL ESTATE ? 


HE greatest change during the past thirty years in the source of mortgage 
iE for farms has been the decrease in the activity of individual lend- 

ers. In 1910, as shown on the top chart on the page opposite, they ac- 
counted for about 62% of all mortgages. By 1940 this percentage had declined 
to less than 30% of the total. Banks during the past three years have account- 
ed for a larger percentage of agricultural loans than they have in any similar 
period of the past. The Federal Land Banks and the Land Bank Commissioner in 
1934 accounted for almost 80% of all loans made; now this classification ac- 
counts for about 12%. Life Insurance Companies, like Banks, are accounting for 
a larger percentage of total farm loans than they have at any time during the 
past thirty years. 


The chart on urban loans differs from the chart on agricultural loans 
chiefly in that Savings and Loan Associations and Mutual Savings Banks are 
substituted for Federal Land Banks. The figures for the urban field (compiled 
by the Federal Home Loan Bank Board) are not available except for 1939 and 


1940. Accordingly, trends are not yet apparent. It is interesting to note, 
however, that Savings and Loan Associations accounted for as much as Banks and 
Trust Companies and Mutual Savings Banks all combined. Their loans were more 


than three times the total of the Insurance Companies' loans. 





change in the past year. These prices will not rise rapidly as a result 

of the rearmament program as most of the buildings covered by the bond 
issues are in fourteen large cities, the majority of which are not primarily 
defense cities. A copy of our bulletin listing the bonds used and the statis- 
tical methods employed in arriving at the final index will be sent to any sub- 
scriber upon request. 
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A PARTMENT bond prices as shown on the chart below have experienced little 
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(Continued from Page 106) 


depression, real estate owned has increased markedly, and as the depression 
7 e mitigated and the succeeding real estate boom developed, the banks were able 

to liquidate all of the real estate that they had taken over during the pre- 
ceding depression. 


It will be noticed further that these banks passed their peak of real es- 
tate owned in 1937 and that each year since then has shown a slight drop. we 
anticipate a far more rapid drop during the next few years as the real estate 

le has again passed the normal line on the way up. 
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Were this study made on the real estate owned of banks throughout the 
United States, the picture would be quite different during the present period, 
as banks in other sections of the country, in the first place, did not find it 
necessary to take over the same percentage of real estate, nor have they ex- 
perienced the same difficulty in liquidation. The New York tax situation is 
> probably one of the reasons why the New York picture has been so much blacker 
than the picture in most other cities. 


The Federal Home Loan Bank Board has made a number of studies which indi- 
cate that the real estate overhang is primarily a regional problem. Three 
states - New York, New Jersey and Pennsylvania - account for almost one-half 
of the total overhang in the entire country. 
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RESIDENTIAL BUILDING 
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The map above shows by the fig- 
ures in each state the average num- 
ber of dwelling units built per 
month per 1000 population from March 
1940 through February 1941.The shad- 
ing shows the percentage increase or 
decrease in the number of new dwell- 
ing units provided inthe period 
from March 1940 through February 
1941 in comparison with the corres- 
ponding months of the previous year. 


The map to the right shows de- 
fense contract expenditures from 
July 1, 1940, to March 31, 1941. The 
total of these expenditures is ap- 
proximately $3,600,000. No attempt 
has been made to allocate the con- 
tracts to the different states in 
which the actual work may be done -- 
the location shown in the government 
report is that of the main office of 
the company getting the business. 
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HOLC FORECLOSURES 
é TO JUNE 30, 1939 
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The map directly above shows 
HOLC foreclosures to June 30, 1939 
a@ percentage of the total loans 
closed. The average for the United 
States is 16.8%. The highest per- 
SLANoO centage of any state is that of New 
York, with 33.7% foreclosed; the 
ake lowest percentage is that of Nevada, 
with 4.7% foreclosed. 


The map to the right shows per 
capita income which is made up of 
four major types of income: -- Net 
salaries and wages, 
salaries and wages 


supplements to 
(direct and work 
relief and unemployment benefits, 
pensions, workmen's compensation, 
etc.), entrepreneurial withdrawals 
(incomes of self-employed persons 
available for personal use),and cap- 
ital return (dividends, interest, 
and net rents and royalties. 
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\CRE - 1940 INCREASE IN EMPLOYMENT 1940-1I94| 
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AVERAGE SAVINGS PER CAPITA, 
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The map directly above shows 
the percentage change of employment 
in non-agricultural establishments 
from February 1940 to February 1941. 
February 1941 was the highest level 
on record, with an increase in em- 
ployment of approximately 265,000 
workers from January to February. 
Total non-agricultural employment in 
February 1941 amounted to 36,584,000 
— workers,which is 2,218,000 more than 
in February 1940. 











The map to the left shows the 
per capita savings in 1940 deposited 
in savings banks and savings ac- 
counts in banks and trust companies. 
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>6— 50 The largest savings were in Massa- 
WA s\- 100 chusetts with $590 per capita. New 
Be 1Oo1— 150 York ran a close second with $571. 
MM i 5s:-250 ia The smallest were in South Carolina 
Mm 2s5'- 350 . with $18 per capita. . Second from 
GMB OVER 350 DOLLARS the bottom was Arkansas with $24. 
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RESIDENTIAL CONSTRUCTION COSTS 


PER CUBIC FOOT FOR A SIX-ROOM FRAME RESIDENCE 
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THE REAL ESTATE ANALYST INDEX OF RESIDENTIAL RENTS 








ff 1940 \ / 1941 
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. . 
Res. Apt. Res. Apt Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. 


National Index $8.53$11.82 $8.52$11.81 $8.50$11.83 $8.45$11.80 $8.44$11.80 $8.47 $11.80 $8.50$11.80 $8.51 $11.89 


Atlanta 8.12 11.02 8.14 11.02 8.14 11.03 8.07 11.15 8.04 11.17 8.03 11.16 8.06 11.18 8.03 11.20 
Baltimore 7.50 10.30 7.47 10.32 7.41 10.39 7.30 10.31 7.28 10.33 7.30 10-39 7.53 10.46 7.59 10.55 
Birmingham 6.47 9.85 6.52 9.89 6.49 9.93 6.47 9.96 6.47 9.96 6.58 9-96 6.57 10.02 6.64 10.01 
Boston 8.24 14.90 8.40 14.91 8.36 14.99 8.32 14.90 8.35 14.79 8.30 14.76 8.36 14.62 8.54 14.68 
Chicago 10.86 12.65 10.80 12.61 10.64 12.63 10.78 12.65 10.91 12.6111.10 12.76 11.28 12.80 11.40 12.80 
Cincinnati 9.83 12.92 9.78 12.9 9.70 12.90 9.69 12.93 9.73 13.00 9.75 13-11 9.91 13.1010.09 13.10 
Cleveland 9.86 12.66 9.85 1 5 9.81 12.81 9.75 12.89 9.76 12.97 9.81 12.85 9.90 12.95 9.92 13.01 
Columbus 7.19 10.90 7.20 10.92 7.19 10.92 7.14 10.87 7.14 10.88 7.13 10.96 7.14 10.90 7.20 11.00 
Denver T.07 12.71. 7.86 12.70 7.76 12.67 7.71 12.60 7.64 12.60 7.635 12.50 7.54 12.49 7.6% 12.48 
Detroit 9.08 11.65 9.13 11.76 9.10 11.79 9.08 11.75 9.04 11.76 9.19 11.76 9.36 11.80 9.50 11.82 
Houston 8.36 10.77 8.28 10.76 8.20 10.70 8.05 10.70 8.04 10.63 7.98 10.56 7.91 10.41 7.89 10.32 
Kansas City 6.22 7.19: 6.20 15 6.16 7-16 6.10 7-15 6.09 7.15 6.06 7-18 6.11 7-15 6.14 7.11 
Los Angeles 10.76 11.59 10.76 1 10.65 11.50 10.60 11.32 10.70 11.2910.68 11-18 10.81 11.21 10.80 11.29 
Milwaukee 9.15 10.59 9.12 10.60 9.07 10.64 8.96 10.70 8.93 10.66 8.96 10.70 8.96 10.71 8.79 10.80 
Minneapolis 8.32 10.30 8.21 10.30 8.09 10.31 7.99 10.25 7.92 10.25 7.97 10.20 7.96 10.20 8.00 10.29 
New Orleans 8.78 10.53 8.86 10.56 8.93 10.52 9.02 10.58 8.90 10.52 9.24% 10.56 8.79 10.56 8.73 10.46 
New York 12.72 19.65 12.69 19.60 12.58 19.54 12.56 19.48 12.53 19.3012.54 19.21 12.40 19.10 12.40 19.14 
Omaha 6.82 11.70 6.81 11.70 6.82 11.75 6.81 11.71 6.81 11.72 6.85 11-77 6.91 11.70 6.96 11.61 
Philadelphia T.l6 14.05 7.20 124.11 7.20 24.09 7.25 24.08 7.ag 14.05 7.06 153.98 7.06 13.99 7.00 13.99 
Pittsburgh 9.33 12.11 9.31 12.11 9.32 12.00 9.24 11.75 9.22 11.70 9.24 11.82 9.29 11.90 9.34 12.10 
Richmond 8.20 11.03 8.25 10.98 8.25 11.04 8.23 11.16 8.25 11.28 8.37 11-33 8.45 11.45 8.54 11.59 
Saint Louis 8.22 10.59 8.23 10.63 8.13 10.63 8.04 10.60 7.99 10.69 8.08 10.72 8.14 10.79 8.32 10.77 
Salt Lake City 7.77 11.07 7.84 11.09 7.72 10.99 7.76 10.91 7.75 10.94 7.81 10.91 7.86 10.87 7.41 10.80 
San Francisco 9.76 13.05 9.76 13.09 9.75 13.07 9.75 13.00 9.73 13.01 9.70 13.09 9.76 13.02 9.74 13.00 
Seattle 7.69 11.90 7.75 11.90 7.80 11.87 7.72 11.81 7.78 11.81 7.86 11.81 8.09 11.82 7.94 11.89 
Tulsa 7.58 T+52 7.48 Ts 39 7230 gg | Ts20 7.09 


The index above on 26 cities has been compiled in the following fashion: 


First, the classified want ads of the leading newspapers are used in 
each city to abstract the asked rentals for the various types and sizes of 
units. These figures are reduced to an average rent per room per month in 
each city. After studying the reactions of this advertised rent index, we 
have found that it is too highly sensitive and that it swings by a larger per- 
centage than the average of all rents being paid. After considerable experi- 
ment, we have found that a moving average for a two-year period with a heavier 
weighting on the last six months seems to fluctuate more nearly with rent lev- 
els, and it seems logical that it should. 


One difficulty with the advertised rent, as an index of actual rent, is 
that it represents the asked price of units vacant at that time, while actual 
rent levels are composed of the rental agreed on when space was rented a num- 
ber of months and sometimes a number of years in the past. For this reason 
rent levels change slower than do advertised rents. 


In our index we have used a two-year moving average, with each of the 
first eighteen months weighted one, each of the nineteenth and twentieth 
months weighted two, each of the twenty-third and twenty-fourth months weigh- 
ted four. 


Our index is charted directly in dollars per month per room, which makes 
possible a comparison of rent levels in the 26 cities. It should be remem- 
bered, however, that in each city these figures represent an average of the 
better- and lower-class living accommodations. 
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RBAN foreclosures for Feb- 500 
| ruary 1941, on a seasonally 450E w of, 
adjusted basis, showed a 400= 
slight decrease over January. Q 350 
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It will be noticed from the 
chart to the right that the 25° 
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200F- FEB. 1939 15! = 
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cipate that foreclosures will Z 150b FEB 1934 374 | - 
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percentage drops are no longer 9 ] 
possible, as foreclosures have ‘a an | , 4 





reached a very low level. C | _— | K 
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This chart is computed from basic figures that are gathered by the Home 
Owners' Loan Corporation. 
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that in all previous months and the number of mortgages accepted for in- 

surance exceeded that in any previous March. Housing for defense is prov- 
ing such a stimulant to new building that increased costs have not been very 
effective in deterring new building. 


iE number of mortgages selected for appraisal by the FHA in March exceeded 


Now that Title VI of the FHA has become operative in defense cities, the 
April and May figures of the FHA should rise to still greater heights. Unless 
the United States enters the war our forecasts on building volume for 1941 
will be too low. The tables below show comparisons with a year ago. 


MORTGAGES SELECTED FOR APPRAISAL COMPARED WITH A YEAR AGO 
1940 1941 
Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March 
-2%  -6% +21% +18% +11% +42% +24% +27% +16% 413% +16% +21% +18% +21% 


MORTGAGES ACCEPTED FOR INSURANCE COMPARED WITH A YEAR AGO 


+9% +1% +18% 49% +2% +67% +58% +37% +19% +15% +7% +12% +16% +19% 
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DWELLING UNITS CONSTRUCTED IN 48 STATES 
(in thousands of units) 


ai 12 Month 
ACCOMMO DATIONS | Monthly Cumulative Moving Total 
48 STATES | 1939 1940 1941 1939 1940 1941 1939 1940 1941 
PON Oe —600 January 30.1 25.7 40.4 30.1 25.7 40.4 345 461 553 
OF February 29.2 33.7 40.2 59.3 59.4 80.6 359 465 560 
{ 12 MONTH MOVING TOTAL, March 39.4 42.0 45.9 98.7 101.4 126.5 375 468 564 
t a + } April 36.6 51.1 i353 452.5 386 482 
/) May 49.6 49.1 184.9 201.6 409 «= s«482 
L me June 40.6 38.8 225.5 240.4 422 480 
= —500 July 38.1 48.9 263.6 289.3 4o3 491 
Z August 46.2 49.4 309.8 338.7 435 4Q4 
S) September 35.7 53.0 345.5 391.7 435-4511 
October 36.1 62.4 381.6 454.1 439 537 
i November 42.5 42.7 424.1 496.8 450 538 
0 l4oo December 40.9 41.9 465.0 538.7 465 539 
v) |_| 
: CUMULATIVE TOTAL HE chart to the left andthe table 
q me ae eam atl above show the number of new family 
”) accommodations built inall non-farm 
a communities of the 48 states and the Dis- 
0 lo900 trict of Columbia. 1940 is indicated in 
‘ black and 1941 in red. 
| MONTHLY FIGURES Charted below are wholesale building 


material prices by weeks, as compiled by 
the Bureau of Labor Statistics. The aver- 
age of these prices is 99.9% of their 1926 
level. 
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in many parts of the United States. It is inevitable that real estate 
will be affected tremendously by the defense program which up to April 
17 had expended $4,121,507,000. This is approximately 1/6 of the expenditures 
planned according to the latest figures of the Office of Production Manage- 


ment. As the balance of the program gets under way, there should be an ac- 
celerated upward movement. 


Me: and April show some acceleration in general real estate conditions 


The chart above, which can be used for bringing up to date the long chart 
published by Real Estate Analysts, Inc., shows that real estate activity has 
moved sideways above the normal line during the past year--the first time that 
it has been above normal since 1929. Real estate activity for March was 4.5% 
above normal. This index is based on the number of voluntary transfers of 
real estate in non-farm communities. 


The number of foreclosures per month per 100,000 families declined from 
20.2 to 19.4, the lowest figure since 1926. 





